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Viewing  cable  08RIYADH868, 

If  you  are  new  to  these  pages,  please  read  an  introduction  on  the  structure  of  a cable  as  well  as  how  to  discuss  them  with  others.  See  also  the  FAOs 

Understanding  cables 

Every  cable  message  consists  of  three  parts: 

• The  top  box  shows  each  cables  unique  reference  number,  when  and  by  whom  it  originally  was  sent,  and  what  its  initial  classification  was. 

• The  middle  box  contains  the  header  information  that  is  associated  with  the  cable.  It  includes  information  about  the  receiver(s)  as  well  as  a general  subject. 

• The  bottom  box  presents  the  body  of  the  cable.  The  opening  can  contain  a more  specific  subject,  references  to  other  cables  (browse  bv  origin  to  find  them)  or 
additional  comment.  This  is  followed  by  the  main  contents  of  the  cable:  a summary,  a collection  of  specific  topics  and  a comment  section. 

To  understand  the  justification  used  for  the  classification  of  each  cable,  please  use  this  WikiSource  article  as  reference. 


Discussing  cables 

If  you  find  meaningful  or  important  information  in  a cable,  please  link  directly  to  its  unique  reference  number.  Linking  to  a specific  paragraph  in  the  body  of  a cable  is  also 
possible  by  copying  the  appropriate  link  (to  be  found  at  theparagraph  symbol).  Please  mark  messages  for  social  networking  services  like  Twitter  with  the  hash  tags 
#cablegate  and  a hash  containing  the  reference  ID  e.g.  #08RIYADH868. 
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Suinitiary 


^1 . (C)  Minister  Naimi's  offer  of  an  additional  300,000  barrels  per  day  (bpd)  in  the  wake  of  President  Bush's  visit  had  minimal  impact  on  crude 


Saudis  Resist  Continued  Requests  for  Significantly  More  Production  

^2.  (C)  The  oil  industry  newsletter  "Foreign  Reports"  summed  up  the  industry's  take-way  from  the  President's  recent  visit;  "Responding  to  demar 


Is  this  Market  Broken? 


^3.  (C)  Here  in  Riyadh,  our  banking  sector  contacts  are  focused  more  on  long-term  market  disequilibirium.  Like  energy  economists  worldwide,  the 

^4.  (C)  Bourland  explains  while  crude  has  increased  by  nearly  6 times  in  the  last  four  years,  gasoline  prices  in  the  U.S.  have  at  most  tripled. 

RIYADH  00000868  002  OF  004 

system.  However,  under  these  price  conditions,  independent  refiners  operate  in  the  red,  and  many  are  simply  idling  their  capacity.  The  Petrolei; 
Poor  Price  Elasticity  in  China,  India,  ME:  Food  Price  Inflation  is  a New  Complication 

^5.  (C)  Bourland  noted  that  given  the  widespread  public  subsidies  in  China,  India,  and  the  rapidly  growing  markets  of  the  Middle  East,  there  is 

^6.  (C)  Bourland  was  not  optimistic  about  prospects  for  encouraging  greater  price  elasticity  in  the  world  energy  markets.  Inflation,  particular 

U.S.  Market  Demonstrates  Elasticity,  but  Price  Responses  in  Europe  also  Limited 

^7.  (C)  Bourland  believes  the  U.S.  market  is  demonstrating  some  price  elasticity  in  the  downstream  market,  and  this  is  beginning  to  curb  consun 
lEA  Pessimistic  on  Prospects  for  Greater  Price  Elasticity  

^8.  (C)  Energy  Attache  queried  Dr.  Nobuo  Tanaka,  the  Executive  Director  of  the  International  Energy  Agency,  during  a recent  presentation  at  the 

Jadwa  Forecasts  $90  Barrel  Oil  for  2008;  SABB  Forecasts  $150  
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^9.  (SBU)  Looking  forward,  Jadwa  Investments  forecasts  an  average  price  of  $90/barrel  for  oil  2008,  with  a drop  to  $70/barrel  by  the  end  of  20C 
$15  Billion/Month  into  Official  Reserves 

^10.  (C)  Bourland  estimates  the  Saudi  state  is  earning  roughly  $1  billion/day  now  in  oil  revenues,  of  which  it  expends  roughly  half,  and  adds  t 
Dollars:  The  Unloved  Currency  as  Saudis  Wait  for  a Possible  Re-Valuation  

^11.  (C)  This  enormous  influx  of  petro-dollars  is  largely  held  by  SAMA.  Bourland  explained  that  Saudi  investors,  however,  are  currently  hoardir 
"The  Money  is  Safer  in  the  Ground" 


^12.  (C)  Bourland  noted  that  the  confluence  of  demands  to  manage  this  enormous  cash  flow,  and  the  challenges  to  managing  growth  in  the  oil  sect 


Saudi  MinPet:  "Blame  it  on  the  Weak  Dollar" 

^13.  (C)  The  Saudi  Ministry  of  Petroleum  has  noted  to  us  in 
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consultations  throughout  2007  and  in  January  2008  that  much  of  the  run-up  of  the  price  of  crude  could  be  blamed  on  the  gradual  decline  in  the  t 
Comment 

^14.  (C)  Our  Mission  now  questions  how  much  the  Saudis  can  now  substantively  influence  the  crude  markets  over  the  long  term.  Clearly  they  can  c 

^15.  (C)  King  Abdullah's  recent  comments  on  "leaving  some  oil  in  the  ground"  did  not  set  new  oil  production  policy,  but  hewed  to  the  previous  £ 
GFOELLER 


